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VIRGINIA:
BEFORE TRE VIRGINIA GAS AND OIL BOARD

APPLICANT. CNX GAS CQNPANY LLC

RR-POOLING OF I~ IN
DRILLING QNIT Pp-SS LOCATED
IN TSE ~~ CQSLSSD lRR%5$ GAS
PISA ZZ PQRSUANT TO VA. CODE
SS 45.1-361.21 AND 45.1-361.22, FOR
THE PROOQCTI(S( OF OCCLQOED NATONAL

GAS PROOQCEO FR(B( CQALSEQS AHD ROCK

STRATA ASSOCIATED TSESSHITS (herein
Collectively referred to as
"Coalbed Hathane Gas" or "Gas")

LEGAL DESCRIPTION:

DRILLING RAZED ~ IF-22
(herein "Subject Drilling Quit")
IN TNE GASNOOD COALSED NETSANE GAS FIELD 11
HSN NRSIWW S)S) )wmuvvu)SS IIRQZSBSSZAL DISTRICTSg
SSSW ISSISSAIW AND S(SIASSN ()Nkt ~~S
IRRWNQI ~ R(S)SELL ~auSe VIRGINIA
(the "Subject Lands are more
particularly described on Snhild.t A,
attached hereto and made a part hereof

) VIRGINIA GAS
) AND OIL BOARD

)
) DOCSET NO.
) ST-0715-0SBS-OI

)
)
)
)
)

)
)
)
)
)
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REPORT OF TBE BOARD

FINDINGS AND ORDER

l. Bearinu Date and Placei This matter came for final hearing
before the Virginia Gas and Oil board (hereafter "Board" ) at 9:00 a.m.
on July 1$, 2011 at the at the Russell county conference center,
Lebanon, Virginia.

2. Asnearances: Nark Swartx, Esquire, of the firm Swarts &

Stump, L.C., appeared for the Applicant; and Sharon N.B. Pigeon,
Assistant Attorney General, was present to advise the Board.

3. Jurisdiction and Not ice i Pursuant to Va. Code SS 45.1-
361.1 et seE., the Board finds that it has jurisdiction over the
subject matter. Based upon the evidence presented by Applicant, tha
Board also finds that the Applicant has (1) exercised due diligench in
conducting a search of the reasonably available sources to determine
the identity and whereabouts of gas and oil owners, coal owners,
mineral owners and/or potential owners, i.e., persons identified by
Applicant as having ("Owner" ) or claiming ("Claimant" ) the rights to
Coelbed Nethana Gas in all coal seams below the Tiller Seam, including
the Qpper Seaboard, Greasy Creek, Niddle Seaboard, Lower Seabeard,
Qpper Borsepen, Niddle sar~a, Nar creek, Lower Horsepen, pocahontas
No. 9, pucahontas No. 6, pocahontas No. 7, pocahontas Ho. 6, pooahontas
No. 5, Pocahontas Ho. 4, Pocahontas No. 3, Pocahontas No. 2 and various



uncased coal scans and rock strata associated therewith (hereof ter
~subject Fornation~) in subject Drilling Unit underlying and ccuprised
of Subject Lands) (2) represented it has given notice to those parties
(heres fter sonetines "person (~ ) " whether referring to individI)als,
corporations, partnerships, associat iona, coNPanies, businesses,
trusts, joint ventures or other legal entities) entitled by Va. Code $$
45.1-361.B and 45.1-361.22, to notice of the Application filed heaein)
and (3) that the persons set forth in their Application and Notice of
Nearing have been identified by Applicant through its due diligence as
owners of clainants of coalbed Methane Gas interests in sut)ject
Furnatlon, in Subject Drilling Unit and that the persons identified in
Safaikdt $-3 attached hereto are persons identified by Applicant who nay
be Owners or Clainants of Coalbad Methane Gas interests in Subject
Foruation who have not heretofore agreed to lease or sell to the
Applicant and/or voluntarily pool their Gas interests. Conflicting Gas
Owners/Cia)nants in Subject Dr(lling Unit are listed on Snbifxlk S.
Further, the Board has caused notice of this hearing to be published as
required by Va. Code $ 45.1-361.15.S.Nheraupon, the Soard hereby finds
that the netioas given herein satisfy all statutory requireuants, Soard
rule requirenents and the nininun standards of due process.

~ . ~ts:
5. Disnisaals:

6. Relief Reuuestadz Applicant requests (1) that pursuaet to
Va. Code $ 45.1-361.22, including the applicable portions of Va. Cede 6
45.1-361.21, the Soard pool all the rights, interests and estates in
and to the Gas in Subject Drilling Unit, including the pooling of the
interests of the Applicant and of the known and unknown persons sawed
in Exhibit S-3 hereto and that of their known and unknown heirs,
executOrs, adninistrators, devisees, trustees, assigns and succasaors,
both lunediate and renote, for the drilling and operation, inclhding
production, o! Coalbed Methane Gas, produced frow or allocated to the
Subject Drilling Unit established for the Subject Fornation under)ying
and ccnprlsed of the Subject Lands, (hereafter souetines collectively
ldenti.fied and referred to as "Ifell Deveiopsent and/or operation la the
Subject Drilling Unit" ), and (2) that the Soard designate CNK Gas
Conpany LLC as Unit Operator,

'I. Relist Grantedc The Applioant's requested relief in this
cause shall be and hereby is granted'1) Pursuant to Va. Code 6 ~ 5.1-
361.21.C.3, CNX Gas Coupany LLC (hereafter "Unit Operator') is
designated as the Unit Operator authorised to drill and operate the
Coalbad Methane Gas wall in the Subject Drilling Unit at ths location
depicted on the plat attached hereto as Snh6)xLt A„subject tc the
parnit provisions contained in Va. Code S$ 45.1-361.27 et tes.) to the
Oakwood Coalbed Methane Gas Field 11 Order docket nunber VGOS 51-1119-
162, effective Decenber 17, )Wl) to $$ 4 VAC 25-150 e~ seS., Gag and
oil Regulations) and to $$ 4 VAc 25-160 et sss., virginia Gas an$ oil
Soard Regulations, all as anended fran tine to tine, and (2) all the
interests and estates in and to the Gas in Subject Drilling Unit,
including that of the Applicant and of the known and unknown persons
1lsted on Exhibit s 3, attached hereto and wade a part hereof, and
their known and unknown heirs, executors, ackainistrators, deviance,
trustees, assigns and successors, both ia4asdiate and renote, be and
hereby are pooled in the Subject Fornation ln the Subject Drilling Unit



underlying and cosprised of the Subject Lands.

Pursuant to the Oakwood 11 Fieid Rules pronulgated under the
authority of Va. Code 8 45.1-361.20, the Soard has adopted the
iollowing nethod for the calculation of production and revenue, and
al location of allowable costs for the production of Coalbed Methane
Gas, dependent on the particular long wall ninlng plan applioabfe to
each 80-acre drilling unit. The Designated Ope'rater of any 80~acre
drilling unit or units within the boundaries, of which any long wall
panel which has been isolated by the driving of entries is located and
fran which Onsealed Gob Gas, Short Sole Gas or Gas fran any Mell
authorised by the Code of Vlrgiaia is produced, shall calculate
production and revenue based upon the nina plan as inplenented within
each affected 80-acre drilling unit and in particular, based upon the
nineral acreage, as platted upon the surface, in each 80-acre drilling
unit actually contained within a long wall panel as depicted by said
nine plan. Rucept as otherwise provided herein, a copy of the
pertinent portion of the nine plan being utllised to calcelate
production, revenue and costa Crea any affected 80-acre drLLLLng unit
shall be filed of record with the Soard prior to the payuent of any
revenue based upon such calculations.

The fornula or division of interest for production fran any 80-
acre drilling unit sffected by a long wall panel and f ron any)
separately owned tract in any such 80-acre unit shall be calculated as
follows:

7.1 For 8hort Sole Gas - The anount of production produced frow
and attributed to each 89.59-acre drilling uni.t shall be
the ratio (unpressed as a percentage) that the anount of
nineral acreage, when platted on the surface, which is both
in the affected unit and the long wall panel, bears to the
total nineral acreage, when platted on the surface,
contained within the entire long wall panel affecting such
89.59-acre drilling unit.

l.2 For On~led Qob Gas - The anount of production produced
fran and attributed to each 80-acre drilling unit shall ba
the ratio (enpressed as a percentage) that the anaunt of
uineral acreage, wlien platted on the surface, which is both
in the affected unit and ths Long wall panel, bears to the
total nineral acreage, when platted on the surface,
contained within the entire Long wall panel affecting such
80«acre drilling unit.

T.3 a. For Gas fron Anv Mell Located ln a Long Mall Fecal
After actual ~nant of coaL nining operations b)) the
driving of entries and conpletion of isolation of a long
wall panel, the anount of Gas produced free such a wall and
attributed to each 89.59-acre drilling unit shall be the
ratio (unpressed as a percentage) that the unsung of
nineral acreage, when platted on the surfaoe, which is both
in the affected 89.59-acre drilling unit and the isolated
long wall panel, bears to the total nineral acreageg when
platted on the surface, contained within the entire long
wall panel affecting such 80-acre drilling unit,



b. For Free Nell Gas — Prior to the actual nxmenceuent of
coal sining operatTons by the driving of entries and
coapletion of isolation of a long wall panel, Gas fron any
wall located in a proposed Iong wall panel shel 1 be
produoed fron snd allocated to only the 80-acre drilling
unit ln which the well is located according to the
undivided interests of each Owner/Clainant within the unit,
which undivided interest shall be the ratio (enpressed as a
percentage) that ths anount of nlneral acreage within each
separate tract that is withia the Subject Drilling Unit.
when platted on the surface, bears to the total ninural
~creage, when platted on the surface, contained within the
entire 80-acre drilling unit in the nasser set for the in
the Oahwood I Field lulu.

8. Election and Election Per~is In the event any Omar or
Clainant nanad in Eshlblt N 8 hereto does not roach a voluntaryag~t to share in the operation of the wall located in the 8ubject
Drilling Unit, at a rate of paysumt actually agreed to by said Gas
Owner or Clainsnt and the Unit Operator, then such person naued nay
elect one of the options set iorth in Paragraph 9 below and nust give
written notice of his election of the optics sel.ected under Paragraph 9
to tha designated Unit Operator at the address shown below within
thirty (30) days frau the date of receipt of ~ copy of this,Order. A
tineiy election shall be deeued to have been sade ii, on or before the
last day of said 30-day period, such electing parson has delivered his
written election to the designated Gait Operator at the address churn
below or haa duly postssrhad and placed its written election in first
class United States nail, postage prepaid, addressed to the Unit
Operator at the address shmm belOlt

9. Edition Ontionsc

9.I Cation 1 - To

Participants

In The Nell Develosnent aad
Oseratloa of the Drlilinc Gait: Any Gas Owner or Clainant
naued in Esbibfh D-S who does not reach a voluntary agreeuent
with the Unit Operator nsy elect to participate in the Well
Daveiopuent and Operation ln the Subject Drilling Unit
(hereafter "Participating Operator ) by agreeing to pay the
ast(nate of such Participating Operator's proportionate part
of the actual and reasonable costs of the Nell Developuent
conteuplated by this Order for Gas px'educed pursuant to the
Oa(umod II Field Sales, including a reasonable supervision
fee, as nore particularly sat forth in Virginia Gas and Oil
Soard Sagulation ~ VAC 25-100-100 (herein "Ccupleted-for-
production costs (. Further, ~ participating operator agrees
to pay the est iuate of such Participating Opera'tor '
proportionate part of the Conpleted-for-Production Cost as set
forth below to the Unit Operator within forty-five (45l days
frow the later of the date of nailing or the date of recording
of this Order. The Ccnpleted-for-Produot ion Cost for the
Subject Drilling Unit is as follows:
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Coupleted-for-Production Cost: 505,132.90

A Participating Operator's proportionate cost hereunder shall be
the result obtained by nultiplying the Participating

Operators'Interest

in Unit" tines the Coupleted-for-Production Cost set
forth above. Provided, however, that in the event a Participating
Operator elects to participate and fails or refuses to pay the
estinete of his proportionate part of the Coupleted-for-
Production Cost as set forth above, all within the tine set forth
herein and in the wanner prescribed in Paragraph 8 of this Order,
then such Participating Operator shall be deened to have elected
not to participate and to have elected coupensation in lieu of
participation pursuant to Paragraph 9.2 herein.

9.2 Ootion 2 - To Receive h Cash Sonus Consideration: In lieu
of participating in the Nell Dsvelopnent and Operation in
subject Drilling Unit under paragraph 9.1 above, any Gas
Owner or Claiusnt waned in Rsbi)xtu 8-3 hereto who does not
reach a voluntary agreenent with the Unit Operator nay
elect to accept a cash bonus consideration of 85.00 per net
Mineral acre owned by such person, comewcing upon entry of
this Order and continuing annually until ccmaencenent of
production frau Subject Drilling Unit, and thereafter a
royalty of 1/8th of 8/Sths [twelve and one-half percent
(12.5%)( of the net proceeds received by the Unit Operator
for the sale of the Coalbed Methane Gas produced fron any
Mell Developnsnt and Operation covered by thLs Order
nultiplled by that person's Interest in Unit or
proportional share of said production (for purposes of this
Order, net proceeds shall be actual proceeds received less
post-production costs incurred downstrean of the wellhead,
including, but not linited to, gathering, coupression,
treating, transportation and Marketing costs, whether
perfornsd by Unit Operator or a third person) as fair,
reasonable and equitable coupensation to be paid to said
Gas Owner or Claiuant. The initial cash bonus shall becons
due and owing when so elected and shall be tendered, paid
or escrowed within one hundred twenty (120) days of
recording of this Order. Thereafter, annual cash bonuses,
if any, shall becone due and owing on each anniversary of
the date of recording of this order in the event production
Eros subject Drilling Unit has not theretofore cmmsnced,
and once due, shall be tendered, paid or escrcwed within
sixty (60) days of said anniversary date. Once the initial
cash bonus and the annual cash bonuses, if any, are so paid
or escrowed, subject to a final legaL deternination of
ownership, said psynent lsl shall be satisfaction in full
for the right, interests, and elaine of such electing
person in and to the Gas produced frow Subject Fornation in
the Subject Lands, except, however, for the 1/8th royalties
due hereunder.

Subject to a final legal deternination of ownership, the
election sade under this Paragraph 9.2, when so wade, shall
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be satisfaction in full for the right, interests, and
claims of such electing person in any Nell Development and
Operation covered hereby and such ~lecting person shall be
deemed to and hereby does lease and assign. its right,
interests, and claims in and to the Gas produced frcm
Subject Formation in the Subject Drilling Unit to the
Applicant.

9.3. Option 3 - To Share In The Mell Develonmsnt And Oneration
As A Non-Particinatinc Person On A Carried Basis And To
Beceive Consideration In Lieu Of Cash: In lieu of
participating in the Well Development and Operation in
Subject Drilling Unit under Paragraph 9.1 above and in lieu
of receiving a Cash Bonus Cons1deration under Paragraph 9.2
above, any Gas Owner or Claimant named in Ex)r(ld.t B-S
hereto who does not reach a voluntary agreement with the
Unit Operator may elect to share in the Nell Development
and Operation of Subject Drilling Unit on a carried basis
(as a "Carried Well Operator" ) so that the proportionate
part o! the Completed-for-Production Cost hereby allocable
to such Carried Nell operator's interest is charged against
such Carried Nell Operator's share of production fram
Subject Drilling Unit. Such Carried Mell Operator's
rights, interests, and claims in and to the Gas in Subject
Drilling Unit shall be deemed and hereby are assigned to
the Applicant until the proceeds from the sale of such
Carried Well Operator's share of production from Subject
Drilling Unit (exclusive of any royalty, excess or
overriding royalty, or other non-operating or non cost-
bearing burden reserved in any lease, assignment thereof or
agreement relating thereto covering such interest) eguals
three hundred percent (300%) for a leased interest or two
hundred percent (200%) for an unleased interest (whichever
(s applicable) of such Carried Well Operator's share of the
Completed-for-Production Cost allocable to the interest of
such Carried Well Operator. When the Applicant recoups and
recovers from such Carried Nell Operator's assigned
interest the amounts provided for above, then, the assigned
interest of such Carried Well Operator shall automatically
revert bacR to such Carried Well Operator, and fran and
after such reversion, such Carried Well Operator shall be
treated as if it had participated initially under Paragraph
9.1 above; and thereafter, such participating person shall
be charged with and shall pay his proportionate part of all
further costs of such Nell Development and Operation.

Subject to a final legal determination of ownership. the
election made under this Paragraph 9.3, when so made, shall
be satisfaction in full for the rights, interests, and
claims of such electing person in any Well Development and
Operation covered hereby and such electing person shall be
deemed to have and hereby does assign its rights,
interests, and claims in and to the Gas produced from
Subject Formation in the Subject Drilling Unit to the
Applicant for the period of time during which its interest
is carried as above provided prior to its reversion bash to
such electing person.



10. Failure to Prouerlv Elects In the event a person named in
Rub%bit 3-3 hereto does not reach a voluntary agreement with the Unit
Operator snd fails to elect within the time, in the manner and in
accordance with the terms of this Order, one of the alternatives set
forth in Paragraph 9 above for which his interest qualifies, then such
person shall be deemed to have elected not to participate in the
proposed Well Development and Operation in Subject Drilling Unit and
shall be deemed, subject to a final legal determination of ownership,
to have elected to accept as satisfaction in full for such person'
right, interests, and claims in and to the Gas the consideration
provided in Paragraph 9.2 above for which its interest qualifies and
shall be deemed to have leased and/or assigned his riqht, interests,
and claims in and to the Gas produced from Subject Formation in the
Subject Drilling Unit to the Applicant. Persons who fail to properly
elect shall be deemed, subject to a final legal determinatios of
ownership, to have accepted the compensation and terms set forth herein
at Paragraph 9.2 in satisfaction in full for the right, interests, and
claims of such person in and to the Gas produced from the Subject
Formation underlying Subject Lands.

11. Default Sv Particiuatinu Person: In the event a person
named in Sxhibit 8-3 elects to participate under Paraqraph 9.1, but
fails or refuses to pay, to secure the payment or to make an
arrangement with the Unit operator for the payment of such person'
proportionate part of the Completed-for-Production Cost as set forth
herein, all within the time and in the manner as prescribed in this
Order, then such person shall be deemed to have withdrawn his election
to participate and shall be deemed to have elected to accept as
satisfaction in full for such person's right, interest, and claims in
and to the Gas the consideration provided in Paragraph 9.2 above for
which his interest qualifies depending on the excess burdens attached
to such interest. Whereupon, any cash bonus consideration due as a
result of such deemed election shall be tendered, paid or escrcwed by
Unit Operator within one hundred twenty (120) days after the last day
on ~hich such defaultinq person under this Order should have paid his
proportionate part of such cost or should have made satisfactory
arrangements for the payment thereof. When such cash bonus
consideration is paid or escrowed, it shall be satisfaction in full for
the right, interests, and claims of such person in and to the Gas
underlying subject Drillinq Unit in the subject Lands covered hereby,
except, however, for any royalties which would become due pursuant to
Paragraph 9.2 hereof.

12. Assiunment of Interesti In the event a person named in
Sxhibit $-3 is unable to reach a voluntary agreement to share in the
Well Development and Operation contemplated by this Order at a rate of
payment agreed to mutually by said owner or Claimant and the Unit
Operator, or fails to make an election under Paragraph 9.1 above, then
subject to a final legal determination of ownership, such person Shall
be deemed to have and shall have assigned unto Applicant such person'
riqht, interests, and claims in and to said well, and other share in
production to which such person msy be entitled by reason of any
election or deemed election hereunder in accordance with the provisions
of this Order governing said election.

13. Unit Onerator (or Ooeratorl: CNK Ges ~ LLC shall be
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and hereby is designated as Unit Operator authorised to drill and
operate the coalbed Nethane Mell in Subject Formation in Subject
Drilling Unit, all subject to the permit provisions contained in Va.
Code SS 45.1-361.27 et seS.) SS 4 VAC 25-150 et sSS., Gas and Oil
Regulations; SS 4 VAC 25-160 et ~s ., Virginia Gas and Oil Board
Regulations) the Oakwood Coalbsd Gas Field Il Order Docket Number VGOS
91-1119-162, all as amended from time to time, and all elections
required by this Order shall be communicated to Unit Operator in
writing at the address shown below:

CNX Gns ~ IaLC
26$1 Fohn Nmsh Nlvd,
SLumfield, NV 24701
Attn'nitm D. Duty

14. Commencement of Onerations: Unit Operator shall commence or
cause to eo)maence operations for the drillinq of the well(s) within the
Subject Drilling Unit and/or the well )s) outside the Subject Drilling
Unit but from which production is allocated to the Subjoct Drilling
Unit ~ithin Seven Sundred and Thirty <730) days from the date of the
Order and shall prosecute same with due diligence. If Unit Operator
shall not have so coaaenced and/or prosecuted, then this Order Shall
terminate, except for any cash sums then payable hereunder) otherwise,
unless sooner terminated by Order of the Soard, this Order shall expire
at 12:00 P.N. on the date on which all wells covered by the Order
and/or all wells from which production is allocated to the Subject
Drill).nq Unit are permanently abandoned and plugged. However, in the
event an appeal is taken from this Order, then the time between the
filing of the petition for appeal and the final Order of the Circuit
Court shall be excluded in calculating the two-year period referred to
herein.

15. Oserator's Lien; Unit Operator, in addition to the other
rights afforded hereunder, shall have a lien and a right of set off on
ths Gas estates, rights, and interests owned by any person subject
hereto who elects to participate under Paragraph 9.1 in the Subject
Drilling Unit to the extent that costs incurred in the drilling or
operation on the Subject Drilling Unit are chargeable against such
person's interest. Such liens and right of set off shall be separable
as to each separate person and shall remain liens until the Unit
Operator drilling or operating sny wall covered hereby has been paid
the full amounts due under the terms of this Order.

16. Escrow Provisions:

The Applicant represented to the Soard that there axm no
unknown or unlocatable claimants in the Subject Drilling Unit whose
payments are subject to the provisions of paragraph 16.1 hereof in the
Subject Drilling Unit) and, the Unit Operator has represented to the
Soard that there are conflicting claimants in gxnmkfs) 3 of the Subject
Drilling Unit whose payments are subject to the provisions o! paragraph
16.2 hereof. Therefore, by this Order, the Escrow Agent named herein or
any successor named by the Board, is required in Sxmcx(s) 5 to
establish an interest-bearing escrow account for the Subject Drilling
Unit (herein "Escrow Account" ), and to receive and account to the Soard
pursuant to its agreement for the escrowed funds hereafter described in
Paragraphs 16.1 and 16.2:
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90ggs Qsvi6, Tru(E 0%est
Fir(E Bank (k Trust Company

3$ East VEBEy Ortvc

Brlgtol, VA 24201

16.1. Escrow Provisions For Unknown or Unlocatable Persons: If
any paynant of bonus, royalty paynent or other paynent dua
and owing under this Order cannot be nade because the
person entitled thereto cannot be located or is unhnown,
then such cash bonus, royalty payuant, or other payaent
shall not be ccmatngled with any funds of the Unit Operator
and, pursuant to Va. Code 6 45.1-361.21,D, said suan shall
be deposited by the Unit Operator into the Escrow Account,
cosnencing within one hundred twenty (120} days of
recording of this Order, and continuing thereafter on a
nonthly basis with each deposit to be nade, by use of a
report fornat approved by the Inspector, by a date which is
no later than sixty (60) days after the last day of the
nonth being reported and/or for which funds are being
deposited. Such funds shall be held for the exclusive use
of, and sole benefit of the person entitled thereto until
such funds can be paid to such person(s) or until the
Escrow Agent relinquishes such funds as required by law or
pursuant to Order of the Soard in accordance with Va. Code
6 45.1-361.21.D.

16.2 Escrow Provisions For Conflictinc Clainants: If any
paynent of bonus, royalty paynent, proceeds in excess of
ongoing operational expenses, or other paynent due and owing
under this Order cannot be sade because the person entitled
thereto cannot be wade certain due to conflicting elaine of
ownership and/or a defect or cloud on the title, then such
cash bonus, royalty paynent, proceeds in excess of ongoing
operational expenses, or other paynent, together with
Participating Operator s Proportionate Costs paid to Unit
Operator pursuant to Paragraph 9.1 hereof, if any, (1) shall
not be conningled with any funds of the Unit Operator) and
(2) shall, pursuant to Va. Code 66 45.1-361.22.A.2, 45. 1-
361.22.A.3 and 45.1-361.22.A.4, be deposited by the Operator
into the Escrow Account within one hundred twenty (120) days
of recording of this Order, and continuing thereafter on a
nonthly basis with each deposit to be wade by a date which is
no later than sixty (60) days after the last day of the nonth
being reported and/or for which funds are subject to deposit.
Such funds shall be held for the exclusive use of, and sole
benefit of, the person entitled thereto until such funds can
be paid to such person(s) or until the Escrow Agent
relinquishes such funds as required by law or pursuant to
Order of the guard.

17. Special Flndlncs: The Soard specifically and specially finds:

17.1. CNK Oee ccupany XXC, a virginia linited liability conpanyis duly authorised and qualified to transact business in the
C~nwealth of Virginia;



17.2. CÃK Gas Ccupnny LIC has the authority to explore, develop
and naintain the properties and assets, now owned or hereafter
acquired, consented to serve as Coalbed Nethane Gas Unit
Operator for Subject Drilling Unit and to faithfully discharge
the duties lnposed upon it as Unit Operator by statute and
regulations/

17.3. ONR Gas Ccnpenw IkC is an operator in the Connonwsalth of
Virginia, and has satisfied the Board's requirenents for
operations ln Virginias

17.4 CNK Gas Ccnpeny IJC elaine ownership of gas leases, Coalbed
Nethane Gas leases, and/or coal leases representing
97.0755 percent of the oil and gas interest/elaine in and to
Coalbed Nethane Gas and 100.0000 percent of the coal
interest/elaine in and to Coalbed Nethane Gas in Subject
Drilling Unit; and, Applicant elaine the right to explore for,
develop and produce Coalbed Nethane Gas f ron Subject
Fornations in Subject Drilling Unit in 8 ~ ~ and Sussell
Counties, Virginia, which Subject Lands are nore particularly
described in Sxhf3rLt A;

17.5. The estinated total production frow Subject Drilling Unit
is 12$ lSCF to 550 10Nt. The estinated anount of reserves frcn
the Subject Drilling Unit is 12$ 1SKF to 550 ~s

17.6. Set forth in Sxhibit 8-3, is the nans and last known
address of each Owner or Clainant identified by the Applicant
as having or claining an interest in the Coalbsd Nethane Gas
in Subject Fornation in Subject Drilling Unit underlying and
conprised of Subject Lands, who has not, in writing, leased to
the Applicant or the Unit Operator or agreed to voluntarily
pool his interests in Subject Drilling Unit for its
developnsnt. The interests of the Respondents listed in
Sxhibi.t 5-3 couprise 2.$202 percent of the oil and gas
interests/elaine in and to Coalbed Nethane Gas
and 0.0000 percent of the coal interests/elaine in and
to Coalbed Nethane Gas in Subject Drilling Units

17.7 Applicant's evidence established that the fair, reasonable
and equitable ccnpensation to be paid to any person in lieu
of the right to participate in the Nails are those options
provided in Faraqraph 9 above7

17.8 The relief requested and grpnted is just and reasonable, is
supported by substantial evidence and will afford each person
listed and naned in SxhA44 5-3 hereto the opportunity to
recover or receive, without unnecessary exPense, such
person's just and fair share of the production frow Subject
Drilling Unit. The granting of the Application and relief
requested therein will ensure to the extent possible the
greatest ultinate recovery of Coalbed Nethane Gas, prevent or
assist in preventing the various types of waste prohibited bystatute and protect or assist in protecting the correlative
rights of ail persons in the subject cannon sources of supply
in the Subject Lands. Therefore, the Board ls entering an

10
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Order granting the relief herein set forth.

18. Hailinc Of Order And Filinu Of Affidavit: Applicant or its
Attorney shall file an affidavit with tbe Secretary of the Board within
sixty (60) days after the date of recording of this Order stating that
a true and correct copy of said Order was nailed within seven (J) days
fran the date of its receipt by Qnit Operator to each Respondent naned
in Exhibit B-3 pooled by this Order and whose address is known.

19. AvailabiHtv of Qnit Records: The Director shall provide
all persons not sub3ect to a lease with reasonable access to all
records for subject Drilling Qnit which are subaitted by the Qnit
operator to said Director and/or his inspector(s).

20. Conclusion< Therefore, the requested relief and all terna
and provisions set forth above be and hereby are granted and ZT 1S 80
ORDERBD.

21. Appeals: Appeals of this Order are governed by the
provisions of Va. Code Ann. 5 45.1-361.9 which provides that any order
or decision of the Board nay be appealed to the appropriate circuit
court

22. Effective Date: This Order shall be effective as of the
date of the Board's approval of this Application, which is set forth at
Paragraph 1 above.
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